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Allband Communications Cooperative 
7251 Cemetery Rd. ● Curran, MI 48728 ● Phone: 989-369-9999 ● Email: info@allband.org ● www.allband.org 

June 25, 2012  
 
Ms. Amy Bender 
Deputy Division Chief 
Telecommunications Access Policy Division 
Wireline Competition Bureau 
Federal Communications Commission 
445 12th Street SW 
Washington, DC 20554 
 
Re:  Request for Additional Information – Allband Petition for Waiver of Part 54.302 and 

Framework to Limit Reimbursable Capital and Operating Costs 
 
Dear Ms. Bender: 
 
Thank you for the opportunity to submit the following analysis and data in response to your 
email dated June 15, 2012 (Attachment 1).  I have responded to your inquiry in the order it was 
submitted.  Please note that several of our answers are supplanted with Attachments. 
 

1. Audited financial statements for 2011. 
 

Please see Attachment 2.  
 

2. More details on corporate operations expenses and the growth of company (copies of 
any materials provided to RUS regarding expenditures). 

 
Allband’s corporate operating expenses consist of (a) expense allocated to executive 
payroll (b) accounting expense (both internally and externally, i.e. auditing expense (c) 
cost study expense (d) legal expense (e) insurance expense and (f) general & admin 
expense. 
 
Operating expenses totaling approximately $430K in 2009, up from $230K in 2008 were 
due to several factors which included, new outside plant and office staff (the cooperative 
was previously run by two people), administrative office leasing and expenses, marketing 
efforts to increase subscribership, legal expenses due to unfounded legal challenges from 
an ex-board member which led to a thorough analysis of the Cooperative’s Board and 
Management general policies, higher cost study expenses and legal expenses related to 
regulatory waivers. 
 
Operating expenses decreased in 2010 to $378K due to a reduction in legal expenses and 
improved operating efficiencies. 
 
Operating expenses again increased in 2011 to approximately $415K due primarily to 
higher than anticipated legal and consulting fees to due to USF regulatory reform and 
inquiries. 
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3. More details on accounts payable (who are these payable to). 
 

Please see Attachment 3 for an itemized list of payables, which ties to Allband’s 2009, 
2010 and 2011 audited financials.  Please note that a  payable was accrued by the 
auditor for Allband's NECA 2011 true-up in its 12-31-2010 audit which is not included in the 
12-31-2010 payables in Attachment 3. 
 

 
4. More details on materials and supplies on hand, i.e. inventory list summarized by types 

of materials and supplies (year end 2011 or current, whichever is easier), dollar 
amount of fiber in service, and RUS requirements regarding spares. 

 
Please see Attachment 4 for year-end 2011 inventory as submitted for Allband’s 2011 
audited financials.  As of year-end 2011, Allband had $203,088.81 worth of materials and 
supplies. Allband maintains a network equipment inventory at its central office totaling 
$75,362.55 and retained $48,921.11 in fiber optic cable. 
 
Per RUS rules, borrowers must maintain a set of spare network cards to ensure network 
redundancy and prompt equipment failure recovery.  More specifically, spares are kept 
on hand for Allband’s soft switch and optical line terminal equipment.  

 
Per our 2011 Audit (Attachment 2), page 10, number 2, Allband showed $5,648,749 on 
its books for fiber optic cable assets in service. 

 
5. Copies of loan agreements with   

 
Please see Attachment 5. 
 

Summarize in ex parte what was discussed and provide more details as indicated: 
 

6. The details regarding the ownership of the one building which is used as a central 
office/storage space and the leasing of the second building which is used for 
administrative space and that Allband leases the building and equipment to install fiber 
(vehicles, backhoe, ploughs) from Northeast Michigan.  
 
At the end of 2008, Allband management began assessing the operational autonomy of 
the cooperative. The cooperative’s ability to operate efficiently and effectively during 
post loan years and without outside plant contractor assistance became a concern. More 
specifically, the cooperative needed to equip itself to handle outside plant requirements 
and properly staff the cooperative to maintain a high level of quality service while 
actively pursuing the growth of the cooperative. 
 
Allband’s RUS Loan did not allocate enough funds to purchase equipment needed for 
outside plant construction and maintenance.  In 2009, Allband entered into a leasing 
relationship with       and is now 
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equipped to handle main line fiber construction, service drops, fiber splicing and general 
maintenance.  
 
Additionally, Allband quickly outgrew the ability to use its loan funded central office for 
administration, and in order to ensure a high level of customer service and maintain 
growth, Allband leased land and a larger administrative/garage facility near its central 
office. 
 
Allband was fortunate that it was able to secure leases, considering that most banks and 
leasing companies in this financial climate would be hard-pressed to offer the same leases 
that Allband acquired from . 
 

7.  Loans from   were obtained to cover operating expenses, and loans are 
expected to be paid off in next several months.  Terms were negotiated between Ron 
and the Board.   
 
On December 31, 2007 the Allband Communications Cooperative Board of Directors 
approved and issued an unsecured promissory note to     for 
access to  in operating capital.  Additionally, an unsecured amendment for 

 was added to this note to reimburse   for Board of Director 
approved health insurance. Due to the cash flow challenges of the cooperative at the time, 

  volunteered to pay his own insurance premiums until the cooperative could 
afford to start paying his premiums and then reimburse him for past payments. This 
repayment was added to his December 31, 2007 note in October of 2008. 
 
On August 14, 2009, the Allband Board of Directors approved a second unsecured note 
for  from  . This note was issued for funds needed to pay 2009 annual 
property taxes. At that time, Allband did not have the funds required to pay the full 
balance of the taxation and was in the process of correcting its budget so that cash could 
be accrued for payment throughout the year. Because the original loan forecast did not 
include this high level of taxation, Allband continued to struggle with the large payable 
which intensified cash flow difficulties in 2009 due to a smaller than expected federal 
recovery.   again understood the cooperative’s immediate financial needs and 
graciously loaned another  to the cooperative. 
 
In January of 2010,   again offered working capital to the cooperative for fees 
associated with the marketing activities needed to increase the Cooperative’s access lines. 
Allband had to quickly improve its marketing reach and hired a professional firm called 
CAP to survey, visit, call, write and seek out new subscribers in the Robbs Creek 
Exchange.    loaned the cooperative additional funds to pay CAP and an 
amendment for  was added to   August 12, 2009 note. Finally, in the 
same amendment,  in travel reimbursements was added to   August 
12, 2009 note for a critical trip to Washington D.C. where Allband met with the FCC and 
RUS. 
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        has donated much of his valuable 
time to Allband and still desires to see Allband continue its mission of serving the 
unserved. Since the cooperative was started,   has remained the only member to 
invest money in the cooperative and has single-handily saved the cooperative from 
financial hardship on several occasions. 

 
  loans will be paid in full by the end of July 2012.  Allband’s USF amounts 

are not impacted by any of these loans, the payoff of the loans or the interest paid on the 
loans. 

 
8. RUS provided some financing for operating expenses (confirm that’s the difference 

between the draw on the RUS loan as of December 31, 2010, and the reported gross 
plant including telecommunications plant under construction).  

 
Per Attachment #6, RUS approved  in operating capital from Allband’s loan to 
assist with start-up funds needed to operate Allband in its initial years of development.  
Since USF recovery is a retroactive mechanism, start-up funds were required while 
Allband obtained necessary USF waivers from the FCC and worked with NECA to be 
included in the pool.  This information supports how dependent Allband was and still is, 
on its USF recovery.  Allband stated on its audited 2010 financials $6,894,223 in account 
4210.1 (gross plant) and drew $7,235,721 of its RUS loan, a difference of $341,498.  
This difference is due to operating money received from the loan, and operating capital 
that was actually used for expenses related to gross plant. 
 

9. Status of the AARA grants totaling $9.7 million awarded as part of USDA’s Broadband 
Initiative Program to extend broadband to customers outside of the incumbent study 
area (amounts disbursed to date, status of construction, number of new subscribers to 
date, services offered, projections for number of subscribers ultimately to be served, 
Allband offers non-regulated services through Allband Multimedia subsidiary and 
partners with CLECs for numbers).   

 
To date, Allband has disbursed $2,324,115.22 in grant funds.  Due to environmental 
review delays, Allband was not able to start major construction on its larger grant until 
2012 and has been constructing new plant for approximately 2 months.  Allband has 
completed construction of its smaller grant in the community of Mikado, where 65 
broadband subscribers are currently served.  By the end of the 2014, Allband expects to 
have approximately 800-900 unregulated broadband subscribers outside of its Robbs 
Creek exchange.  Allband will offer three tiers of high-speed Internet and a telephone 
VoIP alternative.  In order to provide telephone service, Allband has partnered with a 
Michigan CLEC who will be providing numbering at a wholesale rate.  These services 
are offered through Allband Multimedia, a wholly owned subsidiary of the Cooperative. 
 
Please note that Allband carefully forecasted the financial viability of its ARRA project 
upon applying for the grant.  The new non-regulated plant was designed with separation 
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in mind, meaning that there is no overlap in regulated and non-regulated plant and 
equipment.   
The pro-forma submitted to RUS with the grant application was contingent upon 
maintaining current levels of USF support, with Allband Multimedia revenues earmarked 
for non-regulated business activity and further expansion into areas that still do no have 
access to broadband service.  Therefore, revenue generated by the ARRA expansion 
cannot be reallocated to subsidize a loss of USF funding, as it would cause Allband’s 
ARRA project to ultimately fail.  Currently, Allband is operating at a loss with Allband 
Multimedia and expects to until 2014 when most new subscribers will be activated upon 
the conclusion of grant construction.  A newly updated forecast Attachment 7 has been 
included to demonstrate losses in 2012 and 2013.  Per the forecast, Allband will not incur 
enough unregulated revenue to support both its regulated and non-regulated activities 
through 2013. 
 

10. Details on the $9.99/month plan for customers that only require 911 access and the 
ability to receive incoming calls (number of subscribers, limits on how long customers 
can stay on this plan, customers can drop to this plan from other plans at no charge, 
tariffed charges to connect/disconnect new service).   

 
Allband’s exchange is a mix of full-time residents and seasonal customers.  In an effort to 
provide 911 to all residents, increase access lines and increase revenue, a seasonal option 
was developed for $9.99 per month at the inception of the Cooperative.  This plan limited 
customers to strictly 911 service and did not include the ability to make and receive 
phone calls other than outgoing 911 calls.  The seasonal plan was limited to 6 months 
annually and a transition fee was not charged.  Please note that Allband, as a cooperative, 
required all of its members to subscribe to basic telephone in order to receive high-speed 
Internet. 
 
Recently, Allband revised its plans, by adding a limited service and is as follows: 
 
Standard Service: $19.90 per month includes calling features such as voicemail, call 
waiting, caller ID and unlimited local calls. 
 
Basic Service:  $10.00 per month, includes the ability to make and receive calls, long 
distance rates apply on a per minute basis, unlimited local calling, no calling features.  
Unlimited long distance packages cannot be paired with this plan.  To date, Allband has 9 
subscribers on this plan. 
 
911 Service:  $6.99 per month, no outgoing calls other than 911, no incoming calls.  To 
date, Allband has 22 subscribers on this plan.  A six-month limitation still applies to this 
plan. 

 
Subscribers are allowed to change their plan 4 times per year in consideration of Labor 
Day, Memorial Day, 4th of July and deer season.  Additional plan change requests incur a 
tariffed charge of $35 per change, which is Allband’s standard disconnect/reconnect fee. 
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If you require further clarification or have additional questions, please do not hesitate to contact 
me directly. 
 
 
Sincerely, 
 

 
 
Ron K. Siegel 
General Manager 
 
 
 
 



Allband Questions 

 

 

Additional information: 

 

Audited financial statements for 2011. 
 

More details on corporate operations expenses and the growth of company (copies of any 

materials provided to RUS regarding expenditures). 
 

More details on accounts payable (who are these payable to). 

 
More details on materials and supplies on hand, i.e. inventory list summarized by types of 

materials and supplies (year end 2011 or current, whichever is easier), dollar amount of fiber in 

service, and RUS requirements regarding spares. 

 
Copies of loan agreements with   

 

Summarize in ex parte what was discussed and provide more details as indicated: 
 

The details regarding the ownership of the one building which is used as a central office/storage 

space and the leasing of the second building which is used for administrative space, and that 
Allband leases the building and equipment to install fiber (vehicles, backhoe, ploughs) from 

Northeast Michigan.   

 

Loans from   were obtained to cover operating expenses, and loans are expected to be 
paid off in next several months.  Terms were negotiated between Ron and the Board.   

 

RUS provided some financing for operating expenses (confirm that’s the difference between the 
draw on the RUS loan as of December 31, 2010, and the reported gross plant including 

telecommunications plant under construction).   

 

Status of the AARA grants totaling $9.7 million awarded as part of USDA’s Broadband Initiative 
Program to extend broadband to customers outside of the incumbent study area (amounts 

disbursed to date, status of construction, number of new subscribers to date, services offered, 

projections for number of subscribers ultimately to be served, Allband offers non-regulated 
services through Allband Multimedia subsidiary and partners with CLECs for numbers).   

 

Details on the $9.99/month plan for customers that only require 911 access and the ability to 
receive incoming calls (number of subscribers, limits on how long customers can stay on this 

plan, customers can drop to this plan from other plans at no charge, tariffed charges to 

connect/disconnect new service).   
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